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The daily life of the Negro is still lived in the basement of the Great
Society. He is still at the bottom despite the few who have
penetrated to slightly higher levels. Being a Negro in America
means trying to smile when you want to cry. It means trying to hold
on to physical life amid psychological death. It means having your
legs cut off, and then being condemned for being cripple. It means
being harried by day and haunted by night by a nagging sense of
nobodiness and constantly fighting to be saved from the poison of
bitterness. It means the ache and anguish of living in so many
situations where hopes unborn have died.
Martin Luther King, Jr.
Timeless Words from Martin Luther King, Jr
SEATTLE TIMES, Jan. 19, 1998.
I.

INTRODUCTION

Thirty years ago the concern in the United States over the advancement
of the inner-city African American community was, arguably, at its height.
Due to severe and frequent rioting in America's ghetto neighborhoods, the
Kerner Commission was formed to determine the reasons behind the urban
outbreaks. The Commission found that the violence was caused by the fact
that our country was dividing into two separate and unequal societies - one
black, one white.
Since that time, there has been an ebb and flow in the study of the social
and economic conditions of our inner-city communities. The most recent of
these studies was released in March 1998 by the Milton S. Eisenhower
Foundation - a private, nonprofit organization. The Foundation report,
called "The Millennium Breach," concluded that the prediction made by the
Kerner Commission, that our inner cities would continue to disintegrate
unless adequate attention was given to their severe and increasing problems,
has materialized.
This article attempts to demonstrate the urgent need to reconsider our
current social policies and to revitalize government concern over our urban
ghettos. Part II provides a historical background on how urban ghettos were
formed in the United States. Part III discusses the Kerner Commission's
findings and the recommendations it made to President Lyndon Johnson and
the American people. Part IV analyzes the social and economic regression
experienced by inner-city communities during the past thirty years. Part V
discusses the findings of the Eisenhower Foundation and describes the
programs it espouses.
Finally, part VI, outlines recommendations on how the United States
should approach improving the conditions of the disadvantaged members of
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our society. It argues that the problems of the ghetto underclass can best be
addressed by a comprehensive program that combines policies designed to
increase income and employment opportunities with a wealth-based policy
that reaches all poor people as opposed to applying to race-specific strategies.
CREATION OF URBAN GHETTOS IN THE UNITED STATES

II.

In 1910, nearly ninety percent of all African Americans still resided in
the South,1 but this would soon change. During World War I, there was an
increased demand for industrial labor which could no longer be satisfied by
the immigrant population from Europe.2 Industries began to recruit African
Americans, many of whom were willing to make the journey north to ensure
a better life for themselves and to escape the oppression and violence of a
Jim Crow South.3 From 1910 to 1930, approximately 1.25 million African
Americans migrated from the South to northern cities in search of work.4
These African Americans formed a northern urban proletariat. The migrants
faced immediate hostility from the white working class.5 They were strictly
relegated to separate and dilapidated urban ghettos. 6 Despite the bloody
riots that ensued in many northern cities, the African American migration
continued.7
After World War II, the second wave of migration began.8 During the
1940s, another 1.5 million African Americans left the South for the promise
of a brighter future in the northern cities. 9 They migrated to the North on
"word-of-mouth rumors" that there were jobs -jobs that frequently "proved
to be mere vapors."' They found that racial segregation was as rigid in the
North as it had been in the South." Three and four families would occupy
rooms in old single-family houses, and these areas soon became the African

1. See STEPHAN THERNSTROM & ABIGAIL THERNSTROM, AMERICA IN BLACK AND
WHITE: ONE NATION INDIVISIBLE 54 (1997).
2.
3.
4.
5.
6.
7.

See
See
See
See
See
See

id.
id.
id.
id. at 58.
id. at 58-59.
id. at 60.

8. See id. at 78-79. Whereas African Americans had migrated to the North during the
1930s to escape economic, social, and political oppression in the South, their migration in the
1940s was spurred by the revival of the nation's economy. See id.
9. See DONNA L. FRANKLIN, ENSURING INEQUALITY: THE STRUCTURAL TRANSFORMATION OF THE AFRICAN-AMERICAN FAMILY 99 (1997); REPORT OF THE NATIONAL
ADVISORY COMMISSION ON CIVIL DISORDERS 117 (1968) [hereinafter KERNER REPORT].
10. MILTON S. EISENHOWER FOUNDATION, THE MILLENNIUM BREACH 1 (1998)
[hereinafter MILLENNIUM BREACH].

11. See id.
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American neighborhoods of the inner cities.12
As African Americans migrated northward in greater numbers, they had
trouble adjusting to working conditions in the northern smokestack industries.
They were shut out of expanding job opportunities and became increasingly
dissatisfied and bitter. 3 The positions for which they were hired were ones
whites considered below themselves. 4 These jobs tended to be oppressive,
unskilled, and low-paying positions.
In addition to being kept out of decent jobs, African Americans had
extreme difficulty securing adequate housing. 15 The new homes built
during the housing boom between 1936 and 1941 were mostly reserved for
whites.1 6 This prompted further racial tension and violence.' 7 Several
cities became the battleground for the racial clashes that broke out in
8
factories, schools, and neighborhoods.'
While the African American migration from South to North continued
through the 1950s, whites began their own migration from the cities to the
suburbs. 19 The population of the suburbs swelled from 36 million in 1950
to over 72 million in 1970.20 Although the chief impetus for this "whiteflight" phenomenon was the arrival of African Americans to the cities,
several other factors facilitated the migration and consequent segregation. 2 1
The federal government was the principal source of financing and
' 22
encouragement for "the suburbanization and ghettoization of America.
Through its taxation, transportation, and housing policies, the government
supported white suburb growth from 1930 through the 1960s. 23 Its taxation
policy encouraged businesses, through greater tax savings, to relocate to the
suburbs, which led to a steady increase in suburban employment oppor-

12. See id.
13. See FRANKLIN, supra note 9, at 101.
14. See id. at 100.
15. See MELVIN L. OLIVER & THOMAS M. SHAPIRO, BLACK WEALTH/WHITE WEALTH:
A NEW PERSPECTIVE ON RACIAL INEQUALITY 17-18 (1995).
16. See id.
17. See FRANKLIN, supra note 9, at 101.
18. See id. For example, in the winter of 1940-41, white opposition to African American
neighborhoods encroaching on white neighborhoods in Dallas led to race riots replete with
bombings and burnings. See id. In 1942, a similar occurrence happened in Detroit when the
Sojourner Truth housing project was built in a white neighborhood. See id. After the smoke
cleared, twenty people were injured and one hundred people were arrested - all African
American. See id.
19. See id. at 128.
20. See id. at 126.
21. See id.; OLIVER & SHAPIRO, supra note 15, at 16 (discussing government policies
encouraging suburban growth).
22. OLIVER & SHAPIRO, supra note 15, at 16.
23. See id.
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tunities. 24 Federal transportation policy increasingly focused on constructing
highways and providing subsidies for cheap fuel and mass-produced
automobiles.' 5 These policies made suburban living not only affordable but
also convenient. 26 However, federal housing policies had the greatest
influence on suburbanization.27
During the Franklin D. Roosevelt administration, Congress passed a bill
that created the Home Owners Loan Corporation (HOLC). 28 The HOLC
was charged with refinancing tens of thousands of mortgages in danger of
default or foreclosure. 29 To determine who it would refinance, the HOLC
instituted a rating system that measured the risks associated with loans made
to individual communities. 30 This formalized system institutionalized a
racially discriminatory practice called redlining, which all but eliminated
African American access to the suburbs and to government mortgage
money. 3' It systematically underrated neighborhoods in the central city
where nonwhite stigmatized racial groups lived, by coding the neighborhoods
with the color red.32 African Americans were thus denied the loans
necessary to purchase homes in the suburbs.33
Although the federally encouraged housing segregation policies ceased
in the late 1960s, they had a long-lasting and damaging effect on the African
American community, restricting African Americans who wanted to and
could afford their own homes to central-city neighborhoods. 34 Because

24. See id. The policy gave larger tax breaks to businesses relocating to the suburbs than
to businesses remaining in central city locations and making capital improvements to their
plants. See id.
25. See id.
26. See id.
27. See id.
28. See KENNETH T. JACKSON, CRABGRASS FRONTIER: THE SUBURBANIZATION OF THE
UNITED STATES 196 (1985). In the House, the vote for the HOLC was 383-4; in the Senate,
it passed without record vote. See id. at 362 n.23. It was signed into law on June 13, 1933.
See id. at 196. The HOLC was part of the Federal Home Loan Bank Board and was
administered by the Board. See id. at 362 n.24. The active lending aspect of the program
ended in 1936. See id. It was completely liquidated in 1951. See id. For a comprehensive
study of the HOLC, see C. LOWELL HARRISS, HISTORY AND POLICIES OF THE HOME OWNERS'
LOAN CORPORATION (1951).
29. See JACKSON, supra note 28, at 196.
30. See FRANKLIN, supra note 9, at 128; OLIVER & SHAPIRO, supra note 15, at 17.
31. See FRANKLIN, supra note 9, at 128. The Federal Housing Authority (FHA) based
its loan approval on these discriminatory color designations. See id. at 127-28. Fueling this
discrimination was the FHA's fear that if segregation was not maintained, the property values
of the white neighborhoods would deflate. See id. The FHA used the HOLC's rating system,
which stated: " 'if a neighborhood is to retain stability, it is necessary that properties shall
continue to be occupied by the same social and racial classes.'" Id. at 127 (quoting DOUGLAS
S. MASSEY & NANCY A. DENTON, AMERICAN APARTHEID 54 (1993)).

32. See id. at 128.
33. See id. at 128-29.
34. See OLIVER & SHAPIRO, supra note 15, at 18.
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these neighborhoods lacked access to the new investment sources, the homes
in them deteriorated and lost value in contrast to homes in communities that
were considered desirable by FHA appraisers.35
However, the government was not the only culprit in the ghettoization of
the African American community; the private sector also had a hand in the
creation of urban ghettos.36 In 1991, the Federal Reserve Bank conducted
studies on discrimination in the mortgage loan business. 37 The studies
found that African American applicants were denied mortgage loans two to
three times more often than white applicants.38 The racism was so insidious
that in some parts of the country banks turned down high-income African
Americans more often than low-income whites.39
Restrictive covenants were another discriminatory device used by whites
to exclude African Americans and thereby preserve the homogeneity and
value of their neighborhoods. 4°
These covenants were contractual
agreements of homeowners and had the effect of binding purchasers and their
heirs to exclude African Americans and other minorities from a specified
locality. 41 This practice helped to further constrain the African American
community to the inner city and hence fortify residential segregation. 2
By the 1960s, the concentration of impoverished African Americans in
the central city was creating a growing crisis of deteriorating facilities and
reduction of services, which inevitably led to unmet human needs.43 These
neighborhoods were subjected to pervasive discrimination and segregation in
education, housing, and employment, which resulted in the continuing
exclusion of great numbers of African Americans from the benefits of social
and economic progress. 44 Severe economic deprivation, social isolation, and
a general sense of frustration within the African American community about
their inability to change their conditions led to more frequent and violent
rioting in many U.S. cities.45

35. See id.
36. See id. at 19-20.
37. See id.
38. See id. at 19.
39. See id. at 20-21. Banks insisted the studies were inaccurate because they did not take
into account "creditworthiness." See id. at 20. The Federal Reserve Bank did another study
that included creditworthiness and found that the bias, although less, was still substantial. See
id. at 139-40.
40. See FRANKLIN, supra note 9, at 128.
41. See id. at 128-29.
42. See id. at 129.
43. See KERNER REPORT, supra note 9, at 127-28.
44. See id. at 128-43.
45. See id. at 68.
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III.

KERNER COMMISSION REPORT

On June 28, 1967, after four summers of unprecedented racial disorders' in U.S. cities, President Lyndon Johnson established the President's
National Advisory Commission on Civil Disorders, which later became
known as the Kerner Commission. 47 The Commission was charged with the
responsibility of investigating the reasons for the outbreak of urban violence
and determining what could be done to prevent it from recurring.48 On
March 1, 1968, the Commission issued its report to the President. 49 It
concluded that "[o]ur nation [wa]s moving toward two societies, one black,
one white - separate and unequal. 5 °
The prevailing view at the time of the Commission's report was that
there had been improvement in the conditions of the African American
community and that its conditions were not "materially different" from those
of white communities. 5' The Commission's report revealed that this belief
was not grounded in reality. It found not only that African Americans "were
severely disadvantaged," but also that local governments were "unresponsive"
to the lamentations of the African American community and the federal
programs designed to aid the plight of the community had not reached the
majority of those in need.52 The Commission concluded that these factors
had caused the frustration in the African American community, which
consequently led to rioting in several cities.53
A.

Kerner Commission Recommendations

The Kerner Commission made several recommendations on how to
improve conditions in the African American community so that in the future,
racial strife could be prevented. The report called for, among other things,
the enactment of special programs in the areas of housing, education,
employment, and welfare.

46. See FRANKLIN, supra note 9, at 170. In the summer of 1967 alone, there were riots
in Atlanta, Buffalo, Cambridge (Maryland), Cincinnati, Detroit, Grand Rapids, Milwaukee,
Minneapolis, Newark, Tampa, and Plainfield (New Jersey). See MILLENNIUM BREACH, supra
note 10, at 3. In total, 39 cities experienced serious disorders, lasting 1 or 2 days, but threefourths of all disorders were relatively minor. See KERNER REPORT, supra note 9, at 66. In
all, this violence brought death to 83 people, injuries to several hundred more, and property
damage in the millions. See id. at 66-67.
47. See KERNER REPORT, supra note 9, at 1.

48. See id.
49. See MILLENNIuM BREACH, supra note 10, at 1.
50. KERNER REPORT, supra note 9, at 1.
51. Id. at 77.

52. Id.
53. See id.at 91.
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The Commission emphasized that an unprecedented national effort was
necessary to alleviate the housing problem in central city areas.5 4 It
suggested that the policy must incorporate two essential strategies. 5 First,
"[t]he supply of housing for low-income families must be expanded on a
massive basis. 56 Second, areas outside of the ghetto neighborhoods must
be made available to racial minorities.5 7
Specifically, the Commission called for an expansion of the nation's
existing housing programs to bring low- and moderate-income families within
reach of 600,000 new and existing units within one year, and six million
units within five years.5 8 The programs in need of expansion included: the
below-market interest rate program, providing long-term, low-interest
financing to nonprofit and limited profit sponsors; the rent supplement
program, which permitted subsidization according to the income level of the
tenant; and the Model Cities program, which had the means to develop local
priorities by coordinating all of the applicable government programs. 59 The
Commission also recommended the modification of the public housing
program. 6° It suggested the emphasis of the program be redirected from
"the traditional publicly built, slum-based, high-rise project to smaller units
on scattered sites.
To implement this change in the program, the
Commission recommended that the aspect of the housing program that leased
units at scattered sites should be expanded.62
Full equality of educational opportunity for inner-city youth was found
by the Commission to be critical if conditions in America's ghettos were to
be improved. 63 To reach this end, the Commission focused on the integration of schools, the provision of a higher quality education in the inner
city, and the expansion of vocational education opportunities.' Specifically, the Commission recommended expanded funding for the Title IV
program, which gave the U.S. Commissioner of Education the authority to
provide technical assistance to state and local education agencies in their
implementation of desegregation plans. 65 Also, the full funding of the
Teacher Corps program was regarded as necessary to increase the supply of

54.
55.
56.
57.
58.
59.
60.
61.
62.
63.
64.
65.

See
See
Id.
See
See
See
See
Id.
See
See
See
See

id. at 260.
id.
id.
id.
id. at 261-62.
id. at 262.
id.
id. at 242.
id. at 243-44.
id. at 244-45.
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qualified teachers.' Finally, the Commission called for additional funds for
the federal vocational education program.67 Expanded funding of this
"improve the quality and
program, as suggested by the Commission, would
68
expand the availability of vocational education.
The Commission encouraged an employment policy that while emphasizing national economic growth and job creation, focused on the
intensive recruitment of African Americans, on-the-job training, the
stimulation of public and private investment in depressed urban areas, and the
creation of entrepreneurial opportunities in inner cities.69 This policy was
to be implemented through several employment programs. 70 To encourage
urban development and the creation of job opportunities for the inner-city
African American population, the Commission recommended the establishment of comprehensive manpower recruitment and services agencies in every
city.7 Also, it suggested that a tax credit be provided to businesses that
locate or renovate in urban poverty areas.72 Finally, to encourage business
ownership in the ghetto, the Commission recommended that existing Small
Business Administration equity and loan programs be "substantially expanded
in amount, extended to higher risk ventures, and promoted widely through
offices in the ghetto. 7 3
The Commission, in recognizing that the welfare program contributed
materially to the despair of the inner city, stated that major changes were
necessary to repair the defects of the system. 74 Some of the recommended
alterations included the provision of greater funds for job training and daycare programs for working mothers, the broadening of family planning
programs, the elimination of the "man-in-the-house" rule and restrictions on
new residents, and the absorption of a far greater share of the welfare burden
by the federal government.75 The Commission acknowledged that although
these corrections of the system would resolve some of its inadequacies, there
were many fundamental questions that remained to be answered.76

66. See id. at 246.
67. See id. at 244, 250-51.
68. Id. at 251.
69. See id. at 232.
70. See id. at 233-36. Specifically, the Commission called for programs in the following
areas: consolidating and concentrating employment efforts; opening the existing job structure;
creating one million new jobs in both the public and private sectors within three years;
developing urban and rural poverty areas; and encouraging business ownership in the ghetto.
See id. at 233.
71. See id. at 233.
72. See id. at 236.
73. Id.
74. See id. at 252.
75. Id. at 255-56.
76. See id. at 254.
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Policy Alternatives

The Commission indicated that the United States had three policy
alternatives."

First, it could maintain the policies of the time, which

allocated a meager proportion of the nation's wealth to the African American
community and which had failed to make advancements toward an integrated
society.78 Second, it could follow a policy of "enrichment," which would
improve the quality of ghetto life but would not "appreciably affect" the
increasing racial segregation and the continuing concentration of African
Americans in the inner city.7 9 Finally, it could adopt a policy that would
combine "enrichment" with an "integration" program designed to disperse
African Americans from the inner city.80
Although the Commission's recommendations were, for the most part,
ignored, the United States made some progress during the 1970s on most of
the problems revealed in the Kerner Report - race, poverty, and the inner
cities. 81 However, this progress ceased during the 1980s and even began to
regress in many areas.
One of the main reasons for this regression was
that at the end of the 1970s, "'the trend toward increased [government]
generosity to the poor came to an abrupt halt.' ,83 During the 1980s, the
Reagan administration took an antigovernment, antipublic sector approach to
policy making."4 Many of the existing social programs were drastically
cut.85 The Director of the Economic Policy Institute, Jeff Faux, notes that
as a share of gross domestic product (GDP), the public investment in
education and training today is forty percent lower than in the 1970s.86
This lack of commitment to ameliorating the conditions of the economically
disadvantaged has significantly contributed to the downslide of inner-city
communities. 87

77.
78.
79.
80.
81.
82.
83.

See id. at 218-19.
See id. at 218.
Id.
See id. at 218-19.
See MILLENNIUM BREACH, supra note 10, at 4.
See id.
Id. at 6 (quoting Gary Burless, Public Spending for the Poor: HistoricalTrends and

Economic Limits, in CONFRONTING POVERTY: PRESCRIIONS FOR CHANGE (Sheldon H.

Danziger et al.eds., 1994)).
84. See id. From the late 1970s to the present, "public investment in education and
training, infrastructure, and research and development has fallen by half." Id. at 7.
85. See id. at 6.
86. See id. at 7.
87. See id. at 6-7.
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IV.

WHAT HAS HAPPENED IN THE LAST THIRTY YEARS?

Thanks to the civil rights movement, improvements have been made in
the lives of some African Americans.8 8 It is clear that the number of
African Americans who have made it into the middle-class and white-collar
occupations has increased. 89 Also, there are more African American
entrepreneurs and mayors than ever before. 9 Further, there has been a rise
in the high school graduation rate of African Americans. 91
Undoubtedly there has been economic progress for many African
Americans, but for the millions concentrated in the inner cities, the last thirty
years have been a time of regression, not progression.92 It has been very
difficult for the inner-city African American community to overcome the
cumulative effects of discrimination and to benefit from any opportunities
gained through the civil rights movement. 93 The race-specific policies
emanating from the civil rights revolution, although beneficial to the more
advantaged African Americans, that is, those with higher incomes, greater
education and training, and more prestigious occupations, have done very
little for those who are truly disadvantaged. The severity of the disadvantage
borne by the inner-city African American community is such that the removal
of outward racial barriers has not improved the lives of its residents. 94

88. See Lester C. Thurow, Recession Plus Inflation Spells Statis, CHRISTIANITY & CRISIS,
Mar. 30, 1981, at 91.
89. See THERNSTROM & THERNSTROM, supra note 1, at 184, 200.

90. See id. at 184.
91. See BUREAU OF CENSUS, U.S. DEP'T OF COMMERCE, STATISTICAL ABSTRACT OF THE

UNITED STATES: 1997, at 159 tbl.243 (117th ed. 1997) [hereinafter CENSUS ABSTRACT 1997].

In 1965, the high school graduation rate for African Americans was 27.2%. See id. This rate
increased to over 74% by 1996. See id.
92. See MILLENNIUM BREACH, supra note 10, at 11. Professor Paul A. Jargowsky states
that "th[e] 'ghetto problem has gotten dramatically worse.' " Id. (quoting Professor Paul A.
Jargowsky at Harvard University's Kennedy School). He adds that
"[h]igh-poverty areas in central cities have expanded rapidly; more of the overall
black population resides in such neighborhoods; and the black poor are increasingly
concentrated within them and isolated from the social and economic mainstream.
... The combination of population growth, increasing metropolitanization, and
increasing neighborhood poverty resulted in a 70 percent increase in the number of
blacks residing in impoverished ghetto neighborhoods - rising from about 2.5 [miIlion] in 1970 to more than 4 [million] persons in 1990."
Id. (quoting Professor Paul A. Jargowsky at Harvard University's Kennedy School).
93. See WILLIAM JULIUS WILSON, THE TRULY DISADVANTAGED 20 (1987).

94. William Raspberry, the black columnist, stated: "'There are some blacks for whom
it is enough to remove artificial barriers of race.... [But t]here are others for whom hardly
anything would change if, by some magical stroke, racism disappeared from America.'" Id.
at 113 (quoting William Raspberry, Illusion of Black Progress, WASH. POST., May 28, 1980,
at A19).
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The inner cities have become "America's poorhouses, and millions of
African-Americans... are today almost locked in them, with little hope of
escape."95 Due to years of neglect, these poverty-ridden areas are now
deteriorating at an alarming rate. The neighborhoods lack not only economic
resources but also social resources, including effective institutions and
informal networks. 96
Consequently, these ghetto communities are
predisposed to public disorder, whereby crime and other aberrant behavior
flourish.97
Further, ghetto residents are denied access to and information about job
opportunities.98 Several studies demonstrate that when businesses, plants,
and factories relocate or expand, they move away from metropolitan centers
and locate in suburban growth zones. 99 This tendency has created a spatial
mismatch between where the jobs are located and where most minorities
reside." °
The educational system is severely insufficient in many inner-city
neighborhoods. Inner-city schools are "plagued by" overcrowded classrooms,
inadequate facilities, and "unimaginative curricula."' 10 ' Thus, inner-city
children not only struggle with low-quality education but also are forced to
"grow up in neighborhoods with devastating rates of joblessness."' 10 2 This
massive unemployment creates myriad problems, including broken families,
antisocial behavior, and social networks restricted to the ghetto environment,
that hinder the development and intellectual growth of children.0 3
The rate of imprisonment of African American youth is a profound
indicator of policy failure. 1 4 In the early 1990s, one in four African
American men was in prison, on probation, or on parole.10 5 By the late

95. MILLENNIUM BREACH, supra note 10, at 11. This country is seeing regression in
terms of the number of African Americans able to escape poverty. In fact, during the 1980s,
the percentage of Blacks living in urban areas with a poverty rate of over 40% increased by
11%. See FRANKLIN, supra note 9, at 189.
96. See MILLENNIUM BREACH, supra note 10, at 11-12.
97. See id.
98. See ELLIS COSE, THE RAGE OF A PRIVILEGED CLASS 292-99 (1993); WILSON, supra
note 93, at 42.
99. See WILSON, supra note 93, at 100-04.
100. See LAURA MECKLER, Welfare RecipientsMay Move Near Jobs, SEATrLE TIMES, Jan.
22, 1998, at A9. The majority of all new jobs are created in the suburbs, but three quarters
of welfare recipients live in cities or rural areas. See id. To alleviate this spatial mismatch,
President Clinton recently announced a plan that would make fifty thousand families moving
off welfare eligible for housing aid. See id. The housing money - $1.3 billion over five years
- would help people on welfare find affordable housing closer to job opportunities. See id.

supra note 10, at 43.

101.

MILLENNIUM BREACH,

102.
103.
104.
105.

Id. (quoting William Julius Wilson).
See id.
See id. at 32.
See id.
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1990s, this number increased to one in three." The incarceration rate of
African American men in the United States is four times higher
than that of
07
Black men in South Africa under the apartheid government.1
A.

Income Inequality

Since the Kerner Commission report, "the United States has had the most
rapid growth in wage inequality in the Western world, with racial minorities
suffering disproportionately.' ' 0 8 During the 1970s, the income of the
poorest fifth of Americans grew more rapidly than the richest fifth."0 This
trend was reversed during the 1980s, however, and the inequality has
continued to widen through the 1990s."" The U.S. Census reports show
that the top fifth of Americans enjoyed a steady increase in aggregate income
from 1967 to 1996, while the bottom four-fifths have suffered a decline in
aggregate income."
With respect to the racial income gap, while some improvements have
been made over the last thirty years, the median income for African
American families, as compared to white families, has remained relatively
unchanged." 2 In 1965, the median income of African American families
was $13,145 - only 55.1% of the median income of white families for the
same year."' This means that for every dollar made by white families,
African American families made only fifty-five cents." 4 By 1994, the
median income of African American families had increased to only sixty
percent of the median income of white families."'
B.

Underemployment and Unemployment

Although the January 1998 overall unemployment rate for African

106. See id.
107. See id.
108. Id. at 16.
109. See id. at 8.
110. See id.
111. See id. From 1980 to 1995, inflation-adjusted earnings of the richest fifth rose by
10.7%. See id. During that same period, the median income of the lowest brackets declined
by 9.6%. See id.
112. See Tom Joe, Economic Inequality: The Picture in Black and White, 33 CRIME &
DELINQ. 287, 288-89 (1987).
113. See id. at 289.
114. See id.
115. BUREAU OF THE CENSUS, U.S. DEP'T OF COMMERCE, CURRENT POPULATION
REPORTS, SERIES P60-189, CONSUMER INCOME: INCOME, POVERTY, AND VALUATION OF
NONCASH BENEFITS 1994 tbl.3 (1996) [hereinafter CONSUMER INCOME REPORT 1994]. In

1994, the median income of white families was $40,884 while it was $24,698 for African
American families. See id.
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Americans was 9.3%,116 for the first time in this century most African
American adults in many inner-city neighborhoods do not work a forty-hour
week."' The inner-city African American community is hardest hit with
joblessness for several reasons."1
First, the types of jobs being created
require a skill level that many inner-city residents cannot fulfill." 9 Second,
many of the jobs created in the last two decades are in the suburbs and are
inaccessible to many inner-city job seekers. 20 Finally, studies continue to
find racially discriminatory hiring practices.' 2' Researchers have found that
employer bias against hiring applicants who are trying to escape inner-city
poverty has continued into the 1990s.' 2 2
Shifts in the American economy have resulted in an extraordinary rate of
African American inner-city joblessness, which has exacerbated other social
problems in these areas.' 2 3 African Americans have been particularly
vulnerable to changes in the structure of the economy. 24 Over the last two
decades, this country has undergone a transformation from a manufacturingbased economy to a technological and service-based economy which has
prompted a shift in the educational requirements for employment. 25 This
shift has created an ever-increasing disparity between the current educational
achievement of inner-city residents and the educational requirements of a
transforming economy."
To make matters worse, there are a decreasing number of jobs in the
inner city.

27

Employers are relocating out of central city communities, and

the newly created job positions are often located in the suburbs. 128 During
the early 1990s, "97 percent of the new businesses created and 87 percent of

116. See U.S. DEP'T OF LABOR, MONTHLY LABOR REV., Mar. 1998, at 100 tbl.6 (1998).
117. See MILLENNIUM BREACH, supra note 10, at 127. The Center for Community Change

estimates that as of late 1997, 4.4 million jobs were needed to fill the job gap. See id. at 130.
The Bureau of Labor Statistics estimates that 1.75 million of the job gap is in the inner cities.
See id. at 131.
118. See id. at 131.
119. See id.
120. See id.
121. See id.
122. See id.
123. See id. at 129. Professor William Julius Wilson emphasizes the importance of
employment and the impact it has on other social and economic factors. He states: " 'Many
of today's problems in the inner-city ghetto neighborhoods - crime, family dissolution,
welfare, low levels of social organization, and so on - are fundamentally a consequence of
the disappearance of work.'" Id. at 127 (quoting WILLIAM JULIUS WILSON, WHEN WORK
DISAPPEARS: THE WORLD OF THE NEW URBAN POOR, at xiii (1996)).
124. See WILSON, supra note 93, at 39.

125.
126.
127.
128.

See id. at 41.
See id.
See MILLENNIUM BREACH, supra note 10, at 9.
See id.
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new entry-level jobs were located in the suburbs."' 2 9 Due to financial
constraints, African Americans have been unable to follow the flow of jobs
to the suburbs. 3 ° Also, these opportunities are often inaccessible both
physically and informationally to inner-city residents. Consequently, an
increasing number of working families are slipping into poverty and those
Americans who already were poor are becoming even more deeply
entrenched in poverty.'
C.

Poverty

32
Over the past thirty years, not only has the face of poverty changed,
but the state of poverty in the United States has worsened. In fact, both in
actual numbers and as a percentage of the total population, more poverty
currently exists in the United States than at the time of the Kerner Commission report. 33 In 1968, 25.4 million Americans, or 12.8% of the
population, were living in poverty.'34 These numbers have increased to
36.5 million, or 13.7% of the population. 35 Child poverty increased by
over 20% in the 1980s. 136 Today, one in five children in the United States
is impoverished. 137 This rate is13 four times the average child poverty rate
of Western European countries.
More alarming, the number of Americans in "deep poverty," that is, with
a family income equal to or less than one-half the poverty-line income, is on
the rise. 139 From 1974 to 1994, the number of children under the age of
six in deep poverty doubled.14° This trend continues today.' 41 In 1995,
13.9 million Americans were in deep poverty. 142 By the end of 1996, this
number had increased to 14.4 million. 43 This increased poverty disproportionately affects the African American community because poverty is mostly

129. Id.
130. See OLIVER & SHAPIRO, supra note 15, at 22-23.
131. See id. at 6.
132. See id. at 8. "The social transformation of the inner city has resulted in a
disproportionate concentration of the most disadvantaged segments of the urban black
population, creating a social milieu significantly different from the environment that existed
in these communities several decades ago." WILSON, supra note 93, at 58.
133. See MiLLENNIUM BREACH, supra note 10, at 8.
134. See id.
135. See id.
136. See id.
137. See id.
138. See id.
139. Id.
140. See id.
141. See id.
142. See id.
143. See id.
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concentrated in the inner cities.' 44 Thirty years ago, approximately one-half
of the nation's poor lived in metropolitan areas, and 30% of all poor people
lived in inner cities. 145 As of 1998, these numbers have increased
dramatically to over 77% and 42%, respectively.'" The percentage of
African Americans who were living below the poverty line 147 in 1994
(30.6%) was nearly three times the percentage of impoverished white
Americans (11.7%).148
Child poverty increased by 22% from 19801992.149
Poverty has had a devastating impact on the quality of education in the
inner city.' 50
With the government quietly abandoning the goal of
desegregation,15 ' the African American community is suffering from
woefully inadequate educational conditions. 5 2 Minority schools are sixteen
times more likely to be in areas of concentrated poverty.' 53 This is
problematic because schools in impoverished areas "'tend to have much
lower test scores, higher dropout rates, fewer students in demanding classes,
less well-prepared teachers, and a low percentage of students who will
eventually finish college.' ,'4
V.

EISENHOWER FOUNDATION REPORT

In March of 1998, the Milton S. Eisenhower Foundation released a
report, called the Millennium Breach, as a 1990s follow up of the Kerner
Commission Report. 55 The Foundation report discovered that the gap
between the rich and poor is widening, with African Americans suffering
disproportionately. 56 The report concluded that the prediction made by the

144. See id. at 9. Whereas poor blacks are frequently found in isolated inner-city
communities, poor whites rarely live in such neighborhoods. See WILSON, supra note 93, at
58. As of the late 1980s, only 7% of all poor whites lived in the extreme poverty areas,
whereas 39% of all poor blacks lived in such areas. See id.
145. See MILLENNIUM BREACH, supra note 10, at 9.
146. See id.
147. The current poverty line for a family of four is $16,450. See 63 Fed. Reg. 9236
(1998).
148. See CONSUMER INCOME REPORT 1994, supra note 115, at tbl.2.
149. See MILLENNIUM BREACH, supra note 10, at 16.
150. See id. at 10-11.
151. See id. at 10. Two-thirds of African American students now attend predominantly
minority schools. See id.
152. See id.
153. See id. Concentrated poverty is defined as a community where more than 50% of the
residents are poor. See id.
154. Id. at 11 (quoting Professor Gary Orfield).

155. See id. at i. The report was coauthored by Lynn Curtis, president of the Eisenhower
Foundation, and former Oklahoma Senator Fred Harris, who served on the Kerner
Commission. See id.
156. See id. at Mission Statement.
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Kerner Commission that the nation is becoming divided into two15 7societies:
"one black, one white, separate and unequal," has come to pass.
The Foundation makes several recommendations for the social and
economic improvement of the African American community. 158 It suggests
the implementation of a national investment policy for high-risk children,
youth, families, communities, and inner-city economies. 159 It recommends
increased investment in programs that have worked and a decrease or
elimination of programs that have proven to produce no benefit."6° The
replicate [it]"
report states: "Enough is known ... about what works to help
16 1
in order to create a national policy that invests in success.
The Foundation report calls for the expanded funding of several programs
such as Head Start, after-school youth centers, job training and placement for
welfare recipients, and the Job Corps.162 It urges the government to act on
a scale equal to the dimensions of the problem - the weight of that scale is
$56 billion per year. 16 3 It also recommends a reduction in funding for
ineffective programs.' 64 Further, the report criticizes both supply-side
economics' 65 and prison construction as ineffective."

157. See id.
158. See id.
159. See id. at 37-38.
160. See id.
161. Id. at 15.
162. See id. at 35-90.
163. See id. at 15.
164. See id. This would include slashing funding for Enterprise Zones, Job Training
Partnership Act, Volunteerism, and Boot Camps. See id. at 15-34.
165. See id. at 15-20. Supply-side economic theory suggests that tax breaks for the rich
and corporations will encourage more investment. See id. at 15. This increased investment
will then lead to a trickling down of benefits to the middle class and the poor. See id. From
1980 to 1990, the taxes for the poorest fifth of Americans increased by 10%, while the taxes
for the richest 5% of Americans were reduced by nearly 13%. See id. at 16.
Supply-side economics rests on the notion that the market is "the most equitable and
rational mechanism for regulating human affairs," and therefore, it should be self-regulating.
Id. at 15. However, according to the Foundation, during the 1980s, at the height of its
application, supply-side economics resulted in the rapid growth of inequality - "the rich got
richer and the poor got poorer." Id. at 16.
166. See id. at 29-35. In 1970, there were 200,000 people in U.S. prisons. See id. at 29.
Today, there are 1,585,000 in prison, and 2,300,000 on probation and parole. See id. According to the Sentencing Project, the United States imprisons more people than any other
country in the world. See id. In the 1980s and 1990s, the number of prison cells tripled, and
prison operating costs rose from $3 billion in 1980 to almost $18 billion in 1994. See id.
From 1980 to 1994, prison construction and operating costs totaled $163 billion while housing
appropriations for the poor were reduced by approximately 80%. See id. at 29, 33.
The Justice Policy Institute found that from 1987 to 1995, spending by state
governments increased by 30% while spending on higher education fell by 18%. See id. at
32. Since the mid-1980s, 10% of U.S. new primary and secondary schools were built while,
during that same time, 80% of U.S. new prisons were built. See id. States now spend more
per year on prisons than on higher education; while 10 years ago spending priorities were just
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Head Start

New scientific findings have revealed that attention to children in their
earliest stages of development determines "how the brain is wired and
provides a basis for their social, emotional and intellectual development."1 67
These findings strike another blow to children of impoverished households
and single-parent homes. 68 Unless there is a preschool program which
69
these poor children can attend, their disadvantages will be compounded.
The Eisenhower Foundation determined that Head Start - a preschool
program for at-risk children from low-income families - "enables children to
deal more effectively with their present environment as well as their later
responsibilities in the school and community."'' 70 Further, according to the
Foundation, Head Start participants have demonstrated substantial and
immediate advances in their intellectual and social development.17' The
report, referring to the Committee for Economic Development, found:
It would be hard to imagine that society could find a higher yield
for a dollar of investment than that found in preschool programs for
its at-risk children. Every $1.00 spent on early prevention and
intervention can save $4.75 in the costs172of remedial education,
welfare, and crime further down the road.

the opposite. See id. at 32-33. Therefore, "[n]ot only has prison building.., become part
of our education policy, through money redirected from schools to prisons, but it has also
become a way of housing the poor." Id. at 33.
The U.S. policy of incarceration, as opposed to rehabilitation or prevention, has not
been effective at curbing crime. See id. at 29. In 1980, the United States had the highest
violent crime rate, child homicide rate, and incarceration rate in the industrialized world. See
id. In the 1990s, the United States continued to top the list in these categories. See id. This
fact makes the argument that the most effective way to prevent crime is to incarcerate
offenders dubious at best. See id.
It should be noted that violent crime in the United States has been decreasing since
1994. See Gordon Witkin, The Crime Bust: What's Behind the Dramatic Drop in Crime?
The Prime Suspect Is Not Police, Nor Prisons, Nor Prevention, U.S. NEWS & WORLD
REPORT, May 25, 1998, at 28. In 1996, the number of violent crimes was 13% below the
1992 level, and there was an additional drop of 5% in 1997. See id. There has been debate
over the cause for this decrease in violent crime. See id. A recent report found that the most
significant reason for the reduction in violent crime is the passing of the crack epidemic and
not higher imprisonment rates or increased numbers of police officers. See id. at 31-33, 3637.
167. MILLENNIUM BREACH, supra note 10, at 42.
168. See id.
169. See id.
170. Id. at 41.
171. See id. at 42.
172. Id.
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However, although Head Start has proven to be effective in aiding the
development of young children, only one-third of all eligible lower-income
children are presently enrolled in a Head Start program.173 Thus, the
Foundation recommends full funding for Head Start to enable all eligible
7
children to participate.1 1
The downside to the Head Start program is that the children do not
receive a sustained benefit. 175 The Eisenhower Foundation attributes, at
least partially, the lack of a long-term benefit to the absence of a national
youth development program for children five years and older. 176 Currently,
the children enrolled in Head Start are returning to a high-risk environment
after they complete the program. 177 To resolve this problem, Head 7Start
needs to be extended throughout elementary, middle, and high school. 1
A logical extension of Head Start would be a program designed to keep
children out of trouble during those hours they are not in school, that is, after
school hours and during the summers.'79 Several of these programs are
currently being administered by nonprofit organizations and have proven to
be very successful. 80 Investment in more of such programs would ensure
"guidance and discipline ...by responsible adults, usually in safe havens,
extended family8 settings and various forms of structured and unstructured
'
youth centers."' '

B.

Job Training

The Foundation suggests a need for programs that involve life-skills
training, remedial education, preemployment training, job training, and job

173. See id.
174. See id. In order for all lower-income children who qualify for Head Start to be
enrolled, the present level of funding would need to be increased by $6 billion to $7 billion
per year, as estimated by the Congressional Budget Office. See id. This increase would raise
the U.S. standard of preschool education to that of France and Sweden, where preschool is
considered a basic human right. See id.
175. See id.

176. See id.
177. See id.
178. See id. (citing Professor William Julius Wilson).
179. See id. at 56.
180. See id. For example, programs that have proven effective include Centro Sister
Isolina Ferre in San Juan, PR, the Dorchester Youth Collaborative in Boston, MA, and
Fairview Homes public housing in Charlotte, NC. See id. These programs offer various
activities ranging from arts and culture to sports. See id. at 56-66. The programs also provide
assistance for dropouts in acquiring GEDs as well as offering computer literacy and office
skills training. See id. The Centro Sister Isolina Ferre program was successful until the funds
were cut in half during its third year. See id. at 56-60.
181. Id. at 56.
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placement. 182 These programs invest in female welfare recipients - giving
them an opportunity to secure high school diplomas, train for jobs, and get
job placements. 183 The programs also seek to improve the education, job
skills, parenting conflict-resolution ability, and life-management skills of
not to have more children
teenage girls and at the same time, encourage them
184
until they are better able to take care of them.
The Job Corps program is designed to provide a supportive, structured
environment for very high-risk youth and welfare recipients."' Its participants, usually 16- to 22-year-old high school dropouts, receive basic skills
courses, which can lead to a high school equivalency degree, counseling, and
hands-on job training. 8 6 In a U.S. General Accounting Office sponsored
evaluation, the progress of a representative sample of Job Corps participants
from sixty-one program sites was monitored. 187 During the first six months
after the program, youth who were in the Job Corps were five times more
likely to receive a high school or general educational diploma than
comparison youth.1 88 Over a four-year period, the Job Corps youth were
found to have improved health and earnings outcomes, and reduced criminal
behavior.189
In a 1991 evaluation, the Congressional Budget Office reported that for
each $10,000 invested in the average Job Corps participant, society received
approximately $15,000 in return, which included approximately $8000 in
" 'increased output of participants' and $6000 in 'reductions in the cost of
In the 1980s, the overall success rate of
crime-related activities.' "190
youth, measured by how many youths moved on to a job or full-time study,
This percent success rate is impressive
was seventy-five percent.19 '

182. See id. at 70-83. Of the industrialized countries, the United States spends the least
on job training and placement as a percentage of GDP. See id. at 138 tbl. 6-3. The Ford
Foundation ran a program, "Project Redirection," in various places around the country. See
id. After entering the Project Redirection program, participants of the project were still
disadvantaged after five years, however, they had more favorable outcomes than did a
comparison group of young mothers with regard to employment, earnings, economic selfsufficiency, parenting skills and likelihood that they would enroll their children in Head Start.
See id. Their children were more advanced developmentally than the comparison group. See
id. In terms of educational outcome, however, both groups had the same outcome. See id.
at 71.
183. See id.
184. See id.
185. See id. at 79-80 (those who are at high risk of drug abuse, delinquency, and welfare
dependency).
186. See id.

187. See id. at 80.
188. See id.
189. See id.

190. Id. (quoting Budget Office Report).
191. See id.
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considering that Job Corps enrolls youth who are the most troubled. 192
C.

Summary

The findings of the Eisenhower Foundation illustrate the lack of progress
made by a large portion of the African American community. To remedy
this breach, the Foundation recommends the full funding of programs aimed
at increasing the employment and educational
opportunities for African
193
successful.
be
to
proven
have
that
Americans
Although the Eisenhower Foundation's findings and recommendations are
worthy of the attention of the American public and polity, the Foundation
might lack the clout necessary to reach a wide audience. Perhaps the report
will trigger the current administration to establish a new presidential
commission as a thirty-year follow up to the Kemer Commission. The new
commission could use the Foundation's findings and recommendations as a
jumping off point.
VI.

POLICY RECOMMENDATIONS

American policies purportedly designed to improve the economic
conditions of the African American community have primarily focused on the
creation of income and educational opportunities. But, while the income gap
between African Americans and white Americans has slowly narrowed and
educational opportunities for African Americans have increased, the innercity African American community continues to deteriorate. This indicates
that policies focusing on income and education alone have not benefited the
most disadvantaged members of our society.
In the balance of this article, I contend that the lack of wealth amongst
African Americans has been the main culprit behind the degeneration of a
large portion of the African American community. 94 Therefore, to
improve the social and economic conditions of American inner-city
neighborhoods the United States must legislate with the purpose of increasing
the wealth of the residents of these neighborhoods. 95 However, any
wealth-based programs should not supplant existing programs that have
proven to be effective but rather supplement successful programs.

192. See id.
193. See id. at 93, 154.
194. See OLIVER & SHAPIRO, supra note 15, at 12. Oliver and Shapiro point out that
"[Ihooking at wealth helps to solve the mystery of seeming black progress alongside economic
deterioration." Id.

195. See id. at 9.
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The Importance of Wealth

Wealth, as opposed to income, is particularly important in the creation
of social and economic opportunities.' 96 While income is used to purchase
the necessities of life and for day-to-day expenditures, wealth is used to
create opportunities such as attaining a college education or buying a
home. 9 7 Further, wealth acts as a cushion against adversities such as
unemployment. 198 For these reasons, in American society, economic wellbeing requires not only an adequate income flow but also a command over
assets.199 Therefore, in creating social and economic policies we must
analyze economic well-being in terms of private wealth in addition to income
and educational opportunities. 2°°
When considering income, occupation, and education, it appears that
African Americans are catching up to white Americans. However, the
disparity in wealth between these two groups reveals an inequality realized
by few.2 ' Studies have found that African Americans have anywhere from
8 cents to 19 cents of wealth for every dollar that whites possess.20 In

196. See id. at 2. Total wealth reflects all of the assets one has accumulated over a
lifetime minus any liabilities. See id. Wealth is what people own while income is what
people receive from work. See id. Items accounted for in the calculation of wealth include,
but are not limited to, equity in homes and cars, bank accounts, and securities. See id. at 5860.
197. See id. at 2.
198. See id.
199. See id. Recent research by some development economists at the World Bank and
elsewhere seems to reach a parallel conclusion for developing countries. See GERSHON FEDER
& KLAUS DEININGER, THE EVOLUTION OF THE WORLD BANK AND LAND POLICIEs 5 (undated,
mimeo).
200. Oliver and Shapiro argue that wealth is much "closer in meaning.., to our traditional
notions of economic well-being and access to life chances [than income]." OLIVER &
SHAPIRO, supra note 15, at 2.
201. It has been claimed that the reason African Americans lack financial assets is their
purported conspicuous consumption of cars, clothes, and cultural entertainment. See id. at
107. However, Oliver and Shapiro found that many studies have demonstrated African
Americans have a savings rate that either equals or exceeds that of white Americans. See id.
at 108. They concluded, "Like our analysis, these findings are inconsistent with the
conspicuous-consumption thesis, which has often been advanced to explain wealth differences
between blacks and whites." Id.
202. See id. at 97. Several commentators have been quick to point out that many African
Americans have joined the ranks of the middle-class and argue that this evidences the
advancement of the community. See id. at 92. But what determines who is in the middleclass? See id. When wealth is considered, the economic footing of the so-called African
American middle-class is dubious. See id. at 25. Although the African American middleclass has increased its income to 77 cents to every dollar earned by the white middle-class,
when one compares the wealth of these same groups, African Americans have only 19 cents
to every dollar possessed by the white middle-class. See id. Oliver and Shapiro observe that
"a 19 percent wealth ratio signals the persistence of massive inequality." Id.
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Income, Wealth, and Investment Behavior in the Black Community, Andrew
Brimmer points out that African Americans own only three percent of the
accumulated wealth in the United States, even though they represent eleven
percent of the households. 2 3 These figures evince a shocking wealth
disparity. Even when African Americans and whites are matched with regard
to individual key characteristics, such as schooling, salaries, and occupation,
the immense disparity in wealth remains. 2°4 For example, African
Americans who have earned a baccalaureate degree possess twenty-three
cents for every dollar of wealth owned by similarly educated whites; and
African Americans with only a limited high school education possess only
two cents for every dollar of wealth owned by comparable whites. 20 5
The degree of the racial disadvantage has been greatly underestimated
because income, as opposed to wealth, has been used as the standard measure
of inequality.2°6 If income disparities, in fact, are not the crux of the
problem, then policies that seek to redress inequality by creating equal
opportunities will at best have a marginal impact, even though these
programs succeed in putting some African Americans in good, high-paying
jobs. 207 Therefore, it will take more than a commitment of adequate
resources devoted to income and educational opportunity enhancement to lift
the inner-city African American community out of its current social and
economic woes. 20 8 Policy-makers must begin to think in terms of wealth
accumulation and redistribution as opposed to income and educational
opportunity alone. 2°9 The wealth status quo must be upset. Whether one
casts the argument in terms of establishing a minimal level of well-being for

To further illustrate the fragility of the African American middle-class, Oliver and
Shapiro calculated the number of months a white middle-class household could survive
without a steady stream of income compared to an African American middle-class household.
See id. at 96-97. They found that the white household could support its middle-class standard
of living for four and one-third months while the African American household could not
survive through the first month. See id. They concluded, this demonstrates that the black
middle-class stands on very shaky footing, no matter how one determines middle-class status.
See id. Therefore, "it is entirely premature to celebrate the rise of the [African American]
middle-class." Id. at 7-8. Further, this fragility has resulted in the disempowerment of
African Americans. Because of the lack of assets, they have been unable to take advantage
For instance, the ability to engage in high-risk
of higher yielding opportunities.
entrepreneurial ventures has been, and continues to be, severely limited. See id. at 4-5. Also,
the lack of savings has affected the ability of African Americans to make higher return investments such as the buying of stocks. See id. at 104-06.
203. Id. at 97 (citing Andrew Brimmer, Income, Wealth, and Investment Behavior in the
Black Community, AM. ECON. REv. PRoc., May 15, 1988, at 1-5).
204. See id.
205. See id.
206. See id. at 173.
207. See id.
208. See id.
209. See id.
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the poor or in terms of closing the wealth gap, it is clear that the provision
of resources to the poor will likely be drawn from the most wealthy portion
of society.
B.

Wealth Accumulation Under the Current Welfare System

Current social policies are directed at helping the poor "maintain an
essential supply of consumptive services like housing, food, heat, clothing,
health care, and education., 2 0 For example, our welfare program is based
on the premise that the government should provide aid to families without
sufficient income to obtain these goods and services themselves. 2 1' But
this policy does not increase a family's life chances and opportunities that
emanate from wealth holdings.21 2
In short, the welfare program does not aid welfare recipients in preparing
for the future, "nor is it designed to do so."'21 3 The current welfare
program merely maintains welfare recipients at subsistence levels. 214 It
does nothing to help poor people rid themselves of poverty and dependence
on the government. 2 5 The present welfare system needs to be adjusted so
that it assists people in lifting themselves out of poverty rather than more
solidly entrencheing them in poverty during and after the provision of
welfare benefits.21 6 Michael Sherraden, in Assets and the Poor, suggests
that savings, asset accumulation, and investment rather than income and
consumption are the keys to leaving poverty and must guide American
welfare policy. 217 For any welfare policy to be effective it must not only
provide consumer goods and services, but it also must furnish economic
development through asset formation.218
C. Mechanisms to Promote Asset Accumulation:
Asset Account Programs
Asset accounts 219 could be established such that a given sum of money

210. Id. at 178.
211. See id.
212. See id. at 178-79.
213. Id. at 180.
214. See id.
215. See id. at 178-79. Oliver and Shapiro argue that the current welfare system has not
reduced poverty and has not stimulated economic growth. See id. They identify the welfare
system's focus on income as the cause of its ineffectiveness. See id. at 178-79 (citing
MICHAEL SHERRADEN, ASSETS AND THE POOR: A NEW AMERICAN WELFARE POLICY 5-6
(1991)).
216. See id. at 178-79.
217. SHERRADEN, supra note 215, at 5-6.
218. See id. at 6.
219. See id. at 234-79.
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could be invested on a yearly basis in the account for a specific purpose.
These accounts would be established by economically disadvantaged people,
who meet asset criteria, no matter what their race or ethnicity. 221 These
individuals would make deposits when they are able, with a maximum limit,
which would be matched or supplemented by federal funds.222 Determination of whether the deposits would be matched or supplemented, and if
supplemented, by what percentage, would be based on a sliding scale.223
The accumulated funds in the accounts would be excludable from taxable
income.224 Likewise, the withdrawal of funds for the specified account
purpose would also be untaxed.225 Any unused funds could be transferred
to other accounts or else cashed in. 226 However, if cashed in, the account
holder would be permitted to withdraw only their deposits and interest on
those deposits, but not the funds supplied by the government.227 Also,
there would be some fee for withdrawing any money, and the amount of the
withdrawal would be fully taxed.228 The purpose of these penalties would
be to discourage unnecessary use of account funds.229
Many such accounts could be instituted.23 ° The two I view as the most
vital to the inner-city poor are educational and housing accounts. 231 These
accounts would aid the truly disadvantaged in accumulating assets for
education and housing costs and, consequently, increase their life chances and
opportunities. 22322 This program would help millions of poor people particularly minorities because of their disproportionate representation with
respect to poverty - who would not otherwise be able to afford to attend
college or purchase a home.

220. See OLIVER & SHAPIRO, supra note 15, at 180.
221. See id.
222. See id.
223. See id.
224. The taxation of the asset accounts would be similar to that of Individual Retirement
Accounts except that the funds could be drawn out of the accounts before the age of 592.
See generally 26 U.S.C. § 408 (1994).
225. See OLIVER & SHAPIRO, supra note 15, at 181-83.
226. See id.
227. See id.
228. See id.
229. See id. at 180-83.
230. See id.
231. See id. at 180-82. Small business asset accounts, which would play a significant role
in helping some families overcome poverty, could also be established. See id. at 182-83. The
purpose of these accounts would be to assist people who are unable to accumulate seed money
in establishing a business. See id. at 182. The deposits of the account holder would be
matched or supplemented in the same manner as the education and housing accounts. See id.
at 180-83. The account holder would be permitted to withdraw, without penalty or taxes, the
accumulated funds only for the purpose of starting a business. See id. at 183.
232. See id. at 92.
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1. Education Asset Accounts
As mentioned above, due to the recent transformation of our economy,
education and training have become the hallmarks of modem
employability. 233 The poor, and particularly African Americans, are falling
further behind in their ability to attain the necessary qualifications for the
kinds of jobs that lead to economic well-being.234 A college education is
becoming more and more expensive, making it increasingly difficult for
African Americans to afford the costs. 23 5 Without assets to fall back on,
the average African American family simply has no way to finance a college
education.236 To encourage wealth accumulation, nontaxable education
asset accounts could be established.237 These accounts would be used for
the postsecondary education or vocational training of the recipient's
238
choosing.
The asset account program would enable the growing number of African
Americans who complete high school but cannot afford college to have an
opportunity to enjoy the advantages of a higher education.239 Perhaps this
would lead to a closing of the widening gap between the races with respect
to college enrollment. 240 Granted, the asset account would not resolve the
deteriorating quality of inner-city education, but it is not designed to do
so. 24' These accounts are only supplements to other effective educational
programs, including the ones endorsed by the Eisenhower Foundation.242
2.

Housing Asset Accounts

The importance of housing in the accumulation of assets and wealth
cannot be overstated.2 43 In Black WealthWhite Wealth, Oliver and Shapiro

233. See id.
234. See id.
235. See id. at 24; SHERRADEN, supra note 215, at 234-36. From 1977 to 1995, the college
enrollment rate for white Americans rose by nearly 12%, from 50.7% to 62.6%, while the
enrollment rate for African Americans only increased by 1.8% over that same period, from
49.6% to 51.4%. See U.S. DEP'T OF EDUC., NATIONAL CENTER FOR EDUCATION STATISTICS,
DIGEST OF EDUCATION STATISTICS, 1997, NCES 98-105, at 194 tbl.183 (1997). Because the
number of African Americans who enroll in, and graduate from, college is relatively low this
further lessens the opportunities for the African American community to raise its economic
status in the future. See id.
236. See OLIVER & SHAPIRO, supra note 15, at 181.
237. See id.
238. See id.
239. See id. at 180-81.
240. See id. at 181.
241. See SHERRADEN, supra note 215, at 234.
242. See id. at 243.
243. See id. at 243-44.
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point out that "[h]ome ownership represents ... the largest component in
"Housing 245equity constitutes the
most Americans' wealth portfolios."'2
by far."
assets
wealth
all
of
portion
substantial
most
The initial costs of homeownership, such as down payments and closing
costs, are the most formidable barriers to purchasing a home. 246 Therefore,
it is essential that funds for these costs be provided by the housing asset
account program.247 Just as the educational accounts, these nontaxable
interest-earning accounts would be open to individuals who fall below
specified income and asset levels. 24 These people would be eligible for
matching or supplementing grants from the federal government on a sliding
scale basis.24 9 The funds accumulated in housing asset accounts would
only be available for down payments and other costs associated with buying
a home.25 °
A potential problem with asset accounts, including educational accounts,
is that the poor may not have the resources to make deposits and therefore
would not benefit from the program. Although this is a concern, it is most
likely that only the most deeply impoverished individuals would not benefit.
For those who are struggling day-to-day, this program might provide the
incentive to sacrifice unnecessary expenditures, if any, because they would
know that whatever they could manage to deposit would be matched, either
substantially or dollar-for-dollar. 25' Again, the asset account program is not
meant to be the "be all and end all" solution for social and economic
253
issues. 252 It is merely meant to supplement other effective programs.
Another potential problem of the asset account program is the cost, which
could be substantial. A rough calculation suggests that the cost would be

244. OLIVER & SHAPIRO, supra note 15, at 108.
245. Id. at 64. While the government's suburbanization policies effectively enabled over
35 million families between 1933 and 1978 to invest in a home and accumulate equity, they
also restricted the African American community to deteriorating inner-city neighborhoods.
See id. at 16. During the 1970s, the value of the average home tripled. See id. at 150. Thus,
the people who were afforded homes during the process of suburbanization found themselves
the recipients of not only a home but also a gold mine. See id. Largely due to the wealth
accumulated from this home ownership, the baby boom generation stands to inherit close to
$7 trillion over the next twenty-five years, more than has ever been received by earlier
generations. See id. at 6.
246. See id. at 181.
247. See id.
248. See id. at 182.
249. See id.
250. See id.
251. See SHERRADEN, supra note 215, at 261, 295.
252. See id. at 234.
253. See id. at 299-300.
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approximately $25.5 billion a year.254
However, this country has
demonstrated in the past its willingness to supply a significant amount of
money for reconstruction.2 55 During the postwar years, the United States
implemented the Marshall Plan, which provided $13 billion in economic aid
and technical assistance, or about 1.5% of the Gross National Product (GNP),
to sixteen Western European countries to help them rebuild after World War
H.256
Surely, we could find a comparable amount to spend on our own
deteriorating inner cities and the millions of poor in this country. One-and-ahalf percent of the 1996 GDP would be over $113 billion dollars.25 7
3. Methods of Raising Money for Asset Account Programs
Currently, $54 billion in tax deductions are given not to the poor but to
"well-heeled" homeowners for mortgage interest and property taxes; this
represents the largest federal housing subsidy.251 "While the homeowner
deduction primarily benefits the affluent, fewer than one in five low-income
Americans receive federal housing assistance. 25 9 The "lion's share" of
federal subsidies goes to those with the most expensive homes. 260 The
Congressional Joint Taxation Committee report shows that 38.5% of the $54
billion subsidy, or $20.8 billion, goes to the 5% of taxpayers with incomes
over $100,000.261
Why are we providing aid to those members of society who are already
advantaged? This $20.8 billion should be used to subsidize the asset

254. If the housing program reached half of the 36 million poor in the United States, or
half of the 12 million households, with an average of $2000 of matching funds per year, the
cost would be $12 billion per year and $120 billion over a ten-year period. See id. at 268.
As for the education accounts, if $1000 per year was matched for an average of 750,000
children born into poverty households each year, not including interest, each of these children,
upon graduating from high school, would have an education fund of $36,000 for college or
other post-secondary training ($2000 per year x 18 years). See id. The cost to the
government would amount to $750 million per year for each set of 750,000 impoverished
children. Therefore, the cost per year would be $13.5 billion (750 million x 18 sets of
impoverished children).
255. For example, the Marshall Plan initiated after World War II.
256. On June 5, 1947, Secretary of State George C. Marshall laid the foundation for what
came to be known as the Marshall Plan. Marshall called on America to "do whatever it is
able to do to assist in the return of normal economic health in the world, without which there
can be no political
stability and no assured peace."
See
<http://www.usia.gov/topical/pol/marshall/mp-int.htm> (last visited June 12, 1998); see also
ROY L. PROSTERMAN & JEFFREY M. RIEDINGER, LAND REFORM AND DEMOCRATIC
DEVELOPMENT 248 (1987).
257. The GDP for 1996 was $7.576 trillion. See CENSUS ABSTRAcr 1997, supra note 91,
at 447. One-and-a-half percent of this amount is $113.64 billion.
258. See OLIVER & SHAPIRO, supra note 15, at 183.
259. Id.
260. Id.
261. See id.
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accounts program and benefit those with the greatest need. Or, at the very
least, an amount equal to the subsidy should be provided to the poor through
the subsidization of asset accounts.
One of the most entrenched tax privileges for the wealthy is passing on
wealth in the form of stocks, bonds, and other financial instruments without
incurring capital gains tax.262 Under the current tax laws, when a stock is
inherited it receives a new "original" value determined by the price at which
the stock was selling on the day it was inherited.2 63 Therefore, the person
who inherits the stock can sell it immediately without paying any capital
gains tax. 264 This ability to escape payment of the capital gains tax enables
the most wealthy Americans to become even wealthier. 65
Due to the capital gains provision, much of the wealth of many families
has been able to elude taxation since the establishment of the income tax in
1924.2' The Treasury Department and Office of Management and Budget
calculated that the amount of capital gains tax the rich were able to avoid
paying by virtue of this provision exceeded $24 billion in 1991 alone.267
With the substantial increase in the value of stocks since 1991, this figure is
probably much higher today.
The time has come for some of this "old money" to be redistributed.2 68
The current capital gains tax exemption must be challenged. 269 However,
because the wealthy in the United States wield a great deal of influence in
the legislative process, the likelihood that Congress will make any
meaningful changes to this aspect of the tax law seems, at present, remote.
However, if the remaining ninety-five percent of Americans knew the extent
to which the wealthy are given the ability to hold on to and accumulate their
wealth at everyone else's expense, they would place more pressure on
legislators to make equitable tax laws.2

262. See id. at 185 (citing DONALD L. BARLETT & JAMES
REALLY PAYS THE TAxEs? 334-35 (1992)).
263. See BARLETr & STEELE, supra note 262, at 335.

B.

STEELE, AMERICA: WHO

264. See id.
265. See 26 U.S.C. § 1014 (1994); BARLETr & STEELE, supra note 262, at 335.
266. See OLIVER & SHAPIRO, supra note 15, at 185.
267. See id.
268. Id.
269. See id. There are three ways this provision could be altered. First, the testator's
death could be made a taxable event for capital gains purposes. At the time of death, capital
gains on the securities would be taxed as if they were sold. Second, the heir could retain the
same basis as the testator and pay tax upon the sale of the securities. Finally, the federal
inheritance tax attributable to those assets could partially offset the capital gains tax otherwise
owing upon sale.
270. See id.
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Public and PoliticalApproval

Judging from past legislation and the current white backlash against any
attempts to improve conditions in the African American community,
instituting a targeted policy that redistributes wealth is not likely. 271 The
status quo has been solidified, and wealthy Americans have repeatedly
demonstrated they are not willing to relinquish any of their tax privileges
even if it would result in economic and racial justice.272
However, attaining the public's approval of social programs that would
provide benefits to a wide segment of the population is more likely to be
successful.273 In Western Europe, social welfare programs enjoy wide
support because "they tend to be universal - applied across class and
racial/ethnic lines - and therefore are not seen as [targeting a] narrow class
or racially identifiable segments of the population. 2 74 Therefore, the asset
account program, which is not race-specific although it may disproportionately benefit inner-city minorities, would have a greater chance of
approval than the more narrowly directed and race-specific social and
economic policies of the past.
Further, there are signs that the general public is aware of the problems
in poor communities and wants the government to act on improving
them.27' For example, in 1992, The New York Times and CBS conducted
a nationwide opinion poll, which revealed that sixty percent of Americans
thought that too little money was being spent on inner-city issues and sixtyfour percent said that too little money was being spent on the problems of the
6
27

poor.

Given the socially-minded American populous, the current strong U.S.
economy, and the expected budget surplus,277 the time is ripe for the

271. The U.S. Congress has not shown a desire to ameliorate the wealth disparity between
African Americans and white Americans. In fact, for several decades, U.S. public policies
have been directed at enhancing the wealth gap. See id. at 63. In 1989, the disparity in
wealth reached its highest point since 1922. See id. at 62.
272. See Thurow, supra note 88, at 91-92. Thurow states: "In periods of great economic
progress ... [whites] are willing to share some of their income and jobs with those less
fortunately situated than themselves, but they are not willing to reduce their real standard of
living to help either minorities or the poor." Id.
273. See WILSON, supra note 93, at 120.
274. Id.
275. See MiLLENNiutM BREACH, supra note 10, at 171.
276. See id.
277. See Gene Marlowe, $39 Billion in Black? Clinton Remains Cautious About Tax Cut
Possibility,RICHMOND TIMES-DISPATCH, May 27, 1998, at Al. On May 26, 1998, the Clinton
administration forecast a "budget surplus as far as the eye can see." Id. There is a $39 billion
surplus anticipated for this year. See id. This amount is expected to grow to $54 billion next
year and $148 billion by 2002. See id.
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implementation of wealth redistribution policies. If not now, when?
VII.

CONCLUSION

In 1968, the Kerner Commission called for an urgent and massive
national commitment against racism, unemployment, and poverty. The
Commission specifically asked the President for a great and sustained federal
effort towards creating new jobs, improving education and job training,
providing adequate housing, providing a livable income support system, and
vigorously enforcing civil-rights. Thirty years after the Kerner Commission
report, these same issues still confront the United States. Although there has
been some economic progress for many African Americans over the years,
a substantial number of African Americans have been unable to escape the
devastating and desperate economic and social conditions of the inner-city.
Trapped in these severely disadvantaged communities, inner-city parents are
forced to send their children to schools that seldom provide them with the
educational foundation essential to advancing up the racially skewed
economic ladder.
The deplorable condition of the inner city is of particular importance both
for the present and for the future. Today's technological and service-oriented
economy increasingly requires the.work force to attain a relatively high level
of education and job training. It is clear that a significant amount of
resources are required to attain these requisites for economic success. Even
if inner-city African American children somehow managed to secure an
education that prepares them for college, without assets on which to rely, the
inner-city African American family simply has no means to finance a college
education.
The United States is on an unsustainable journey. It makes no economic
sense, let alone moral sense, for the United States to continue to ignore race,
poverty, and the deterioration of the inner cities; to continue to countenance
the under-utilization of so many American citizens; and to continue to undereducate, under-train, and under-employ a large portion of society. Currently,
we are losing the benefit of the untapped potential of a whole segment of our
population. The development of the potential of this segment of society
would result not only in the economic advancement of the inner-city
community and its members but also in the fulfillment of the basic human
rights promised to all Americans.
Hitherto, no serious attempts have been made to increase the wealth of
the poor, thereby enabling them to lift themselves out of impoverishment.
Until this issue is addressed, inner-city communities will continue to suffer
from social and economic deprivation and isolation. As a consequence, the
United States will remain a house divided as was predicted by the Kerner
Commission thirty years ago when it stated: "'The greatness and durability
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of most civilizations has been finally determined by how they have responded
to challenges from within. Ours will be no exception.' ,278

278. MILLENNIUM BREACH, supra note 10, at Mission Statement (quoting the President's
National Commission on the Causes and Prevention of Violence).

